Why are Health Care costs going up?

By Sarah Seefeldt

Hospital Costs:

To compete for patient dollars, hospitals buy the latest and most up to date equipment

Hospitals average 65% occupancy at any given time

Hospitals, Doctors and Clinics unbundle claims – meaning that they take a set procedure and break it down into as much detail as possible which in turn hides the actual cost of each procedure, allowing them to charge more.

Doctor Cost:

Malpractice Insurance rates are rising due to lawsuits.  Tort Reform is necessary.

As doctors consolidate into larger clinics/health care groups, they are less willing to negotiate lower fees.

Prescription Drugs:

Rx costs are increasing 20-25% each year.  Usage is up – 80% of Rx used are advertised on television.

Drug companies are spending millions on research and development to create new medicine.

US doesn’t limit amt of R&D cost that can be passed along in the cost of a drug.  So consumers are hit with this expense.  Other countries do limit this cost.  This then results in global cost shifting – senior citizens crossing the border for drugs.
Cost Shifting:

Government reduces Medicare allowable charges and this gets shifted to the private sector.  Hospitals are forced to charge patients with insurance more due to absorbing the costs of treating these Medicare patients as well as the uninsured.  

Legislation:

HIPAA, the Health Insurance Portability and Accountability Act was passed in 1997.  This mandated that all groups with 2-50 employees would be guaranteed issue as well as have a limited pre-existing condition clause.  The influx of new “sick” groups into insurance companies has caused claims to skyrocket.  This will, however, taper off as this effect is stabilized.
Technology:

New Technology every 6-12 months.  Equipment such as a MRI, CAT, etc. is out of date and replaced before the end of it’s service life.  Liver and Lung transplants are common nowadays and cost $250,000.  Bone Marrow transplants cost $230,000.  Bypass and Angioplastys are routine and high in cost as well.

Unnecessary Treatments/Procedures:

11% of treatments are unnecessary according to a Blue Cross survey.  Worst cases being hysterectomies and tonsillectomies.  Patients say “I saw this drug on television and I think I need it.”

Mandated Benefits:

States are adding benefits each year.  Utilization of these benefits are on the rise.

Decline in Health:

Despite health care costs going up, we are not getting any healthier.  

Losing the war on obesity and diabetes.   New diseases cause higher expenses (AIDS/SARS etc)

Heroic Medicine:
Premature babies can be born at 5 months and kept alive at a very high cost.  

We can keep people alive longer whose life under normal circumstances has come to an end.

$1,300,000,000:

The number is $1.3 trillion.  That’s how much money was spent on health care in the US in 2000.  This figure was expected to rise to 16% in 2005.
